
.",::-, t '~II;..,I . . :..-,

:'~:1:"11 ;"I,~·i' I""":=--

APPENDIX D
Page 10 of 37

AT&T .nd "'...dl.....
Year~ ended December 31

Dollars in millions (except per share amounts) 1993 1992 199]

•••••••••••••••••••••••••••••••••••••••••••••••••••
Sales .nd Revenues
Telecommunications services $39,863 539.580 $38.805
Products and systems 17,798 16.473 15.941
Rentals and other services 6,991 6.957 6.959
Financial services and leasin~ 2,504 1.894 1.384
Total rennues 67,156 64.904 63.089
Colts
Telecommunications services

Access and otherinterconnection costs 17,709 18.132 18.395
Other costs 7,009 7.135 6.881

Total telecommunicallons services 24,718 25.267 ·25.276
Products and systems 10,809 9.846 9.1~4

Rentals and other senices 3,331 3.287 3.344
Financial services and leasin~ 1,711 1.310 1.071
Total costs 40,569 39.710 38.825
Gross marein 26.587 25.194 24.264
Operatlnl bpenses
Selling. general and administrative expenses 16,782 15.950 ]6.220
Research anc de\'elopme'nt expenses 3,069 2.911 3.114
Provisions for business restru:turinf 498 64 3.572
Total operating expenses 20,349 ]8.925 22.906
Operating income 6,238 6.269 1.358
Other income-net 541 352 208
Gain (loss) on sale of sted; b) subidli:.rleS (9) 43
Interest exr'~- ~e 566 663 726
Income be . l incomt ta\ts and cumulatht efft-cts of accounting changes 6.204 5.958 883
Pro\'isiC'r: for In.:'(\me ta\es 2.230 2.151 361

Income before cumulative effe.:ts of accountin~ chan~es 3~974 3.807 522

Cumulative: c·.;-ts on prior year~ of char:ge~ in accounting for:
Postretiremen; beneflls (neT of income tax benefit of 5-4 .29~) (7 ~023)

Postemployment benefitS ~net of income tax benefIt of ~6S1) (1,118) "
Income taxes 383

Cumulative effects of accounting changes (7,768)
!\£'llnrome (Loss) S (3,794) $ 3.807 5 522

Weighted average common ~hare~ outstandJn~ (millions) 1,353 1.332 ) .293

Per Common Share:
Income before cumulative effects of accounting changes $ 2.94 5 2.86 5 .40
Cumulative effects of accounting chan~es (5.7.)

~ft Inrome (Loss) $ (2.80) S 2.86 $ .40
.111 •••••• IIIIIII.I.lII •••••• I ••••• IIC •••••••••••••
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AT&T and Sublldlarlel
at December 31

Dollars in millions (except per share amount) 1993 1992

•••••••••••••••••••••••••••••••••••••••••••••••••••
AINu
Cash and temporary cash investments $ 532 S 1.310
Receivables. less allowance of 51.003 and 5829
. Accounts receivable 11.933 11,040

Finance receivables 11.370 8.569
Inventories 3.187 2.659
Deferred income taxes 2.079 2,118
Other current assets 637 818

Total current assets 29.738 26.514

Property. plant and equipmenl-net 19,397 19.358
Investments 1,503 864
Finance receivables 3.815 3.643
Prepaid pension cOstS 3,S76 3,480
Other assetS 2.737 3.329

Total assets 560.766 557.188
Uabllities and Deferred Credits
Accounts payable 5 4,694 S 5.045
Payroll and benefit-related liabilnies 3.746 3.336
Postretirement and poslemrlo: mer,t benefit liabilities 1,301 "
Debt maturing ~ ithm one ye.3.~ 10,904 7,600
Di\idends payable 448 443
Other current liabilities 4,241 4.961

Total current liabilities 25.334 21.386
Long-term debt including c3pltalleases 6.812 8.604
Postretirement and poslemplo: r.1ent benefit liabilities 9.082
Other liabilities 4.298 2.634
Deferred income taxes 275 4,660
Unamortized in\estment tax credits 270 350
Other deferred credits 263 181

Totalliabililits and dtferrtd credits 46.334 3;.815
Minorit~ interests 582 452
Shareowners' Equity
Common shares par value $1 per share 1,352 1.340

Authorized shares: 2.000.000.000
Outstanding shares: 1.352.398.000 at December 31, 1993;

1.339.831.000 at December 31, 1992
Additional paid-in capital 12,028 11.425
Guaranteed ESOP obligation (355) (407)
Foreign currency translation adjustmenls (32) 65
Retained earnings 8!7 6.498
Total shareowners' equity 13.8Stl 18.921

Totalliabilities an d shareowners' equit~ $60,766 S57,188
.EIIII.IIIEIII.lllrrl •••• E ••••••••• I •••••••••••••••



pro\'ided for by irouP life insurance benefits and trust~

for health care benefits funded before 199~,

Y.c also n:imburse the divested regional Bell compa­
nies for a ponion of their costs to provide health care
benefits. increases in pensions and other benefits to pre­
divestitun: n:tin:es under the terms of the Divestiture
Plan of Reorianization. Through 1991 we expensed
&bese reimbun.ements as incurred. In Janual')' 1993 ~Ie

rec(\rnized this liability in connection with the adoption
of SFAS No. 106.

We elected to record a one-time pretax chaTJe of
$11.317 million to record the unfunded ponions of these
liabilities, That challe reflects S12.986 million oflia­
bilities len 51.669 million of plan assets and amounts
pre\'iously recorded. After taxes. that chllJe was
$7.023 million (S5.19 per share). including SI.375 mil·
Jion for pn:divestitun: retirees. Apan from these cumu­
lati\oe effects on prior years of the accounting change.
our change in accounting had no material effect on net
income in 1993 and is not expected to affect net income
materially in future periods. This chanie does not affect
cash flows,

Po.temp'o~",ent Benefits
We also adopted SFAS 1\0, 111. "Employers' Account­
ing for Postemployment Benefits:' effective January 1.
J99.3. AnaJoBous to SF..;S 1\0, 106. this standard
requires us to accrue for estimated future postemploy­
ment benefits. including separation payments. during
the years employees are working and a:cumulating these
benefits. and for disal::lility payments when the disabili­
ties occur, Before this change in accounting. we recog­
nized com for separations when they were identified
and disability benefi1s when they were paid,

When ....e i:loopted the new standard. we had an accu­
mulated lial::lility for payments to employees who were
then c:sabled and for benefiH related to the past senlce
of active employees, We recorded a one-time pretax
charte of SJ.809 millJor. te- re:ord the unprovided pC'r­
tion of these liabilities, That charie reflects S2.221
million of Iiac-ili:ies les, S412 million of reserves for
business restruclurinf a.:tiyities that were est..l;)lished
before 199~ and re:1assifled tC' postemployment liat-ili­
tics as pan of this accountinf change. After taxes.
that charge was S1.126 million (SO,S3 per share). The
chan~e in accountini reduced operating income lIy
5301 million. and net income by S171 million (SO.J3 per
share) in 1993. This chanle does not affect cash flows.

Income Taxes
We also adopted SFAS 1'0. 109. 'i\ccounting for Income
Taxes:' effective Janua.')' 1. 1993. Among other pro\'i­
sions. this standard requires us to compute deferred tax
accounts usin~ the enacted corporate income laX rates
for the years in which the taxes will be paid or n:funds
n:ceived. Before 199~ our deferred tax accounts
reflected the Tates in effect ~ hen we made the deferrals.

Be;a:Jse corporate income ta" rItes in )993 Wert
lower than the rates that existed before the 19S6 Tax Act,
our ad::-ption of the nev. standard raised net income by
$363 milhC'r. (SO.2~ per share), Apn from this benefit.
the ncv. accounting methad ha~ nc material effect on
net in.:omc in 19i~. l'nless Corj~~s~ changes tax rates.
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we do not expect this chanle to affect net income mate­
rially in future periods. This change does not affect
cash flows.

3. Prospective Accounting Chan••s .
Debt and Equtty Securities
In 1994 we must adopt SFAS No. 115. "Accountini for
Certain Investments in Debt and Equity Securities."
This standard addresses the accountin,and reponing
for investments in equity securities that ha\'e ludil)'
determinable fair values and for all investments in debt
securities. We do not expect this new standard to affect
net income materiatl}' at or after adoption. and it will
not affect cash flows.

Impaired Loans
8y 1995 we must adopt SFAS No. 114. "Accountin, b)'
Creditors for Impairment of a Loan." This standard
requires us to compute present values for impaired loans
when determining our allo.....ances for credit losses. We
do not expect this new standard to affect net income
materially at or after adoption. and it ~'ilJ not affect
cash flows.

4. Prospective Merger with McCaw Cellular
Communications, Inc. (McC8w) .
On August 16. 1993 AT&T and McCaw entered into I
definitive agreement to merge McCaw and a lubsidiar)'
of AT&T. making McCaw a wholly owned subsidiary
of AT&T.

In the merger. each share of McCaw's Class A and
Class B common stock will be convened into one share
of AT&T common stock. However. if the 20-day-aver­
age market price ofthe AT&T common stock as oHive
business day's before the merger is less than S53 per
share. the conversion ratio will be adjusted upward to
provide shares of AT&T common stock havin, an aure­
gate market price of S53 for each share of McCaw com·
mon slock. subject to a maximum of 1.1lJ shms of
AT&T common stock.lfthe 20-day-averall market
price of AT&T common stock as of five business days
before the merger is ,reaterthan S71.73 per shm. the
convcn.ion ratio will be adjusted downward to provide
shares of AT&T common stock ha\'ini an a'fR,'te
market price of 571.73 for each share of McCaw com­
mon stock. subject to a minimum of .909 of a shan: of
AT&T common stock.

Pursuant to a separate Ipement. AT&T has IfInted
McCaw the ri,ht. in the event the meTJer does not close.
to require AT&T to purchase from McCaw 5600 million
of McCaw's Class A common stock at a pric:e of 551.25
per share.

The merger is subject to a number ofc:onditions.
including the receipt of regulator)' approvals. expiration
of the waitin, period under the Han·Scolt-Rodino Anti­
trust Jmprovements Act (HSR Act). receipt of opinions
that the metier will be tax free and will be accounted
for as a pooling of interests, and ~kCaVo' stockholder
approval. M:Cav. stockholders holdin~ a majorit}' of the
votinr power ofthe McCaw common stock. including
members of the M:Ca'" famil) and B:-itish Telecommu­
nicatiom pIc. have a~reed to \,ote in favor of the merger.
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9. Income Taxes •••••••••••••••••••••••••••••••••••••

71

32

021
(S)

$~6J

(13)

67
(18)

36.llK

S2.J5J

(73)
(I)

J99~ J99~ 1991

3~tK 34'ic 34~

$2.1'71 S2.0~6 S~OO

(92) (2~1 ) • (14:.

24'7 230 63
.~ 7S ~

$2.130
Effective income tn Tate

Pro\·ision for income
taus

t:. S. Federal statutor)
income tax rate

Federal income tax at
statutor\ rate

Amortiution of in\'tst­
ment tn credll~

State and local income
laxes. net of federal
income tlX effect

Forti,n Tate differential
Taxu on repatriated and

accumulated fortirn
income. net of lax

credits
Research credits
Capital Joss carry­

(oN'arc!
Effect of tax rate chan,e

on deferred tax ISsets
Other differences-net

This table shows the principal reasons for the difference
between the effective income tax rate and the United
State!> Federal statutory income tax rate:

Dollaro in miJhon~

8. sale of Stock by Subsidiaries ;••
In Au,ust 1993 AT&T Capital Corporation lold
5.750.000 shares of common stock in an initial public
offerin.and approximately "0.000 .hares ofC'ommon
stock in a mana.ement offerini. That was about J4~ of
the shares outstandin•• so our ownership is now about
86~. The shares were sold It 521.50 per share. yieldini
net proceeds of 5115 million exc1udin. SI8 million of
recourse loans attributable to the mana,ement offenn•.
Because of these loans. we recorded a S9 mi11ion loss
on the sale. When the loans are coUected in seven years.
we expect to repon a net S6 million lain from this sale
ofstock.

In 1991 U~'X Systems laboratories. Inc. sold about
20'ic of its stock to other companies to encour'ie their
suppon for open computin. standards. We had a S4~

million iain on that sale. Proceeds from the ule were
in cash and we did not prOVide for deferred taxes on
the gain. .
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mali Riunite S.p.A. in 1993 for a sli,ht ,ain. We
reduced the carr)'in, value of that investment by S68
million in 1992 and b\. 5218 million in 1991 because of a
sustained decline in iis market value.

In 1991 we had a 5171 million ,ain from sellin; our­
19'k equity investment in Sun Microsystems-, Inc.

6. luslness RestnJcturln,gand Other Char,es
Provision~ for busines~ restructurinj; include the esti­
mated com of specific plans to close offices. consoli­
dale facilities. relocate employees and fulfill contractual
obli,ations. and of other acti\'ities in\'olved in restruc­
turini operations. These pro\'isions also cover separa­
tion payments made as a result of special offers related
to defined benefit plans. Before we chanied our
accountin, for postemployment benefits in 1993. costs
for other I)'peS of separation payments were also
included in these pro\'isions.

Our S498 million in pro\'isions for business restruc­
turin, in 1993 co\'ered 5127 million of com at AT&T
Global Information Solutions (includini. in millions.
5137 for special termination benefits. S43 for c10sini
facilities. 518 for employee relocation. 519 for contrac­
lual obJi,ations and SJO for other related expenses). We
also pro\'ided S1 15 million for re-ent:ineerini customer
suppon Junctions for telecommunications services
(includin,. in millions. S55 for employee relocation.
S15 for outplacement costs. 530 for legal continiencies
and 5105 for c1osin£ facilities. lease terminations and
."set abandonments associated with centralizing sup­
porI seniceH The remainin~ provisions consist of 513
million related to closing plants for manufacturini tele­
communications network s\stems. and 533 million for
emr1Clyee relocation. outplacement service~ and legal
liat-ilitie~ related to res:ructurin~ oreratiom that sen'ice
the l" .S. federal government.

In 199] \\e recorded appro\imalely S~.5 t-illion of
business restructuring and olher charges. reducing net
income t-y 51.863 million IS:.:!] per share) The
chaT£e~ C("I\'erf'd estimaled com of chances in our com·
pute; C't'eratlC':15. PBX C'l'eratiom and p;oduCl distribu­
tion proce~se,; cOhSC'Jldalir.f operations in leased and
0\\ ned "uiJdin£~ and re,ofnizing C(lSIS ohacant space;
eliminatir.f a iUiure sut-sidy to an Alaskan lonf distance
company; writing down a!l investment: and olher
remu,turing-rela:ed activities. merger-related expenses
and other cha~fe~. \l.;e rf',oref'': these char~es as S~.57:!

million in pro\ isiom for business restruC1UTln~; S501
million a~ !-ellJnf. general and administrative expenses;
51:3 million as cost of product~ and systems; and the
remainder as other com and expenses. includin~ other
income-net Charges included in other accounts in 1991
were primarily for expenses related to the restructurin~

activities. writing down impaired assets and merger­
related expenses.

The remaining reserves for separation pa~'ments at
Januar> 1. 1993 \\ere included in the cumulative effect
of the change in accounting for postemployment bene­
filS. \\'e believe that the balance of reserves for all other
business restru,turing activities. 51.440 million at
December 31. 1993. is adequate for the completion of
those acti vit ie s.

7. Other Income-Net ••••••••••••••••••••••••••••••
In June J993 \\f' sold OJ~ remaining i7r:. m:eres: In

l'~IX Systerr, Lat-C'ratoTles. In;. to "ovf'lI.lnc
(J\o\ell) in exchar:fe f0r aj:'j.'Toximately 3r , of ""veIl
corr:rr.C'n siock. Our pir. cr1tne !>ak \\2, S:17 million

We sC'ld Oi,;r rema;TilT;f Jrilere<: in Cc,r;.rafn1e Indu~-

•





l:nder the nt'v, standard, AT&T has an accumulated postretire­
ment benefit obligation related to pas: service from current retirees
and active emplo~'ees, Aportion of that liability will be provided
for b)' trust funds that AT&T established and began funding in 1991.

In addition, AT&T reimburses the divested Bell S)'stem operating
telfPhone companies for a portion of their costs to provide health
care benefiti and increases in pensions to pre-divestiture retirees
under tht terms ofthe Divestiture Plan of Reorganilation, AT&T will
recognize the Uabilit)' for these postretirement benefit expenses at the
time that SFAS 1'\0.106 is adopted,

AT&T is e~cting to take an after-tax charge of approximatelY
Ii ,000 to recognize the unfunded portion of the accumulated obiiga­
tion under SFAS So. 106 and to record the postretirement liabilit)·
related tD the divested Bell System operating telephone companies.
rather than amortizing this amount over a number of )·ears. The
charge will be recorded as thE' cumulative prior years' effect of an
accounting change in the first quarter of 1993. Apart from this
charge, managt'ment e>.'Pects the change in accounting for postretire­
ment benefit e>..pensE'~ to have no material effect on net income in
1993. In addition. this accollIlting change will not affect cash nows,

Income lues
Alsoeffectj\,e January 1.1983, AT&T i~ ad0p!ing SFA5 \0,109,
''Accounting for Incomf Taxes" Amor,g other pro\'isions. this stand­
ard requires deferrE'd tax balances to be deterrr,ined using the enacted
income tax rates for the years in .....hicr, the ta>;es will actually be paid
or refunds receh'ed, AI December 31. 1992, AT&T's d€ferred tax
accounts reflect the statutory rates tha: were in effect when thE'
deferrals ""ere initiated,

AT&T will rt'cognize a nt't income benefit of approximately 5500
as tht' cumulati\'e prior year~' effect of an ac'counting chan~e in the
first quartt'r of 1&83 ~1ana~ernent doe~ nOI ar.ticipate that the new
accounting method will ha'.f' any material effects on net income
after the standa:c i5 acioptee ur,less statutory income tax rales are
changt'd, This change in the accounting for income taxes has no
effect on cash nows,

Postemploj'ment Benefits
In toio\'ember 1992. the Financial Accounting Standards Board
issued sr.~s So. 112. "Employe~' Accour,ting for Postemployment
Benefits," Analogous to SFAS !\o. 106 for postretirement benefiLS, this
standard requires companies to accrue for estimated future post.em­
ployment benefit v.'Penses during the periods when employees are
working. Postemployment benefiLS are any benefits other than retire­
ment benefits that are prOVided after emplo~'ment is discontinued.

This standard must be adopted for fiscal years beginning after
December 15. 1993; for AT &1. that would be 1994. Management is
presentl~' reviewing tht' pro\'isions of this new standard and. conse­
quently. is unable \(l rwona~lyestimate the impact of ATU's
'adop:ior. of the st.a:'.da:d,
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~~.~
On FebruaT)' 26.1992, AT&T merged "'Ith 1tradata Corporation
(Teradata) , As a result, ATa:! issued approximatel)'U million shares
of common slOCk in exchanae for the outstandin.shares of1tradata
not preo.·iousl)' owned b)' ATIT at an exchanle ratio or .802Ihare of
ATl Tcommon stock for uch Teradataue. The meraer was
accounted for as apooling or interatl; however, the consoUdaud
fmancialstatements or ATiT were lIot restated due to immateriality,
The accounts and operations of1tradata are included in the eon­
solidated fmancial statements as of January 1. 1992. (See also
Notes L and P.)

On September 19. 1991. AUT meraed "'ith NCR Corporation
(~CR). Approximately 203 m1llion shares of AUT common stock were
issued tD complete the transaction. The meraer "'as accounted for as
a pooling of interests and, accordingl~', the consolidated financial
statements of AT&T were restated for aU ptl'iods prior to the merler to
include the account.!; and operations of NCR.

LD~_~.u~~_i~s.!t~~~u"n-i in~ ~hir_~ties:

In 1992, AT&T recorded a 164 provision for business restructuring.
primaril)' for reducing the size of the work force in several business
units.

In 1991. AT&T recorded approximatel)' 14,500 of business
restructuring and other charges. which reduced net income b)' 12.863
or 52.21 per share. The charges were incurred for changes in AnT's
computer operations, for restructuring PBX operations and product
distribution processes. to consolidate operations in leased and owned
buildings and t{) recognize costs of ,'aeant space. to eliminate a future
subsid~' to an A1B.5kan long distance compan~', to write down an
investment and for other restructuring activities, merger-related
e>''Penses and other charges.

The 1991 charges were recorded as a 53.572 pro\'ision for busi­
ness restructuring, 5501 of selling. general and administrative
v.'}>enses, 1123 as cost of products and S)'Stems, and the remainder as
other costs and e>.'Penses, including other income- net. (See also
I'\ote E.) The provision for business restructuring includes the esti­
mated costs associated with force reductions and relocations, facility
consolidatio~, contractual obligations, including lease buyouts. and
other restructurinl acth'ities. Charles included in other aecounts
were primaril~' for expenses related tD the restructuring ae:tlvities.
asset impairments and merger-related expenses.

In 1990, AT&T recorded net charges of 195 for business restruc­
turing actiVities. Charles of 1495 were recorded primarib' for restruc­
turing operations that produce microelectronics components and
s)'stems and operations that reclaim scrap metal. and reducing the
product technician "'ork force. These charges .'moffset b)'al400
net credit tD acfjust the reserves established in 1988'for costs associ­
ated with the accelerated digitization of ATlT's telecommunications
network. The net credit reflt'cts reduced costs to remove certain
equipment, offset by additional costs for force reductions and facili­
ties closings.

11
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<PkSE> 1

UNITED STATES

SECURITIES ~~ EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-0

.. X.. Q~kRTERLY REPORT PURSU~~ TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

Fc~ the ~~arterly period ended September 30, 1994

OR

7R..~'\.s:TIO~~ REPORT Pt;"R.s:J1.J\~ TO SECTIO!\' 13 OR 15 (d) OF
Tr.E SECUR!TIES EXCf~~3E ACT OF 1934

Fc~ tr.e t~a~s:tic~ period f~o~
_______to _

Cc~~:ssion file number 1-1105

AT&T CORP.

A Ne~.. York
Corpo~atic::

I.R.S. Employer
No. 13-4924710

32 Ave~ue of the Americas, New York, New York 10013-2412

Telephone - Area Code 212-387-5400

Indicate by check mark whether the registrant (1) has filed all reports
re~~ired to be filed by Section 13 or lS(d) of the Securities Exchange Act
of 1934 d~ring the preceding 12 months (or for such shorter period that the
registrant was required to file such reports), and (2) has be~n subject to
such filing req~irernents for the past 90 days. Yes .. X.. No .....

At O=tc=er 31, 19S~ l,5€3,O~6,OOO co~~on shares were outstanding.
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.AT&T Form 10-0 - Part i

Pk~T I - FINANCIAL IKFO~ATION

CO~SOLIDATED STATEMENTS OF INCOME (CONT'D)
(Dollars in ~illions Except Per Share Amounts)

(Unaudi ted)

For the Three
Months Ended
September 30,

1994 (b) 1993 (b)

For the Nine
Months Ended
September 30,

1994 (b) 1993 (b)

Cumulative effects on prior years
of changes in accounting for:

Postretirement benefits (net of
income taxes of $-',294) (g) ... 0 0 0 (7,023)

Posterr.ployrnent benefits (net of
IIincome taxes of $ 681) (g) .... 0 0 0 (1,128)

Income taxes (g) ................ 0 0 0 (1,457)
CUlTiulative effects of

acco~~ting changes ............ 0 0 0 (9,608) II
~et Income (Loss) ............... $1,050 $1,022 $3,372 $(6,682)
Weigh~ed average cc~~on shares

ou~s~a~cing (millions) ........ 1,567 1,551 1,562 1,545

Per Co~~on Share:
lncorr.~ before cUl':",ulative effects

of accounting changes ......... $ .67 $ .66 $ 2.16 $ 1.89
CUrri"-llative e:fects 0: accour:.ting

cr..a:-lge s ........•....•.....•••. (6.22)
~et i:-.come (less) ............... $ .67 $ .66 $ 2.16 $ (4.33)

D' .. . ... '"'
lv~ce::::.s ce:: .... a:-e:: per

corr.:no::. share .................. $ .33 $ .33 $ .99 $ .99

See Notes to Consolidated Financial Statements.
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AT&T Form 10-0 - Part i

Pk~T I - FINk~CIAL INFORYATION
CO:,SOLIDATED BALANCE SHEETS (COl\7' D)

(D~llars in Millions Except Per Share Amount)

leaSES .

~e~e~~e~ in=o~e tax~s .
C::-.E:.'" :.ia:t::.li-:.ies .

(Unaudited)
September 30, December 31,

1994 (b) 1993 (b)

$ 5,342 $ 4,853
3,805 3,802

II1,095 1,301
13,679 11,063

517 448
5,848 4,587

30,266 26,054

10,866 11,802

8,909 9,063
4,493 4,363
2,576 2,231

231 270
407 263

57,768 54,066

1,078 1,953

1,563 1,547

.. ~ .. .. .
CE:e~~e= c~e=~:s .

:iati:i:ies & de:erred credits ....

LIAB:L:7IES ~~ DEFERRED CREDITS

Accounts payable .. "." .
Payroll and benefit-related liabilities.
Postretirerne~t and postemployment
benefit-related liabilities .

Debt rr.at~ring wit~:n one year .
riv~dends payable .
C:ter c~rre;.t liabilities .

Tc:a: c~~re~: liatilities .

L=~~-ter~ cet: i~=2uc:n9 capital

~~ :. ::=:-: :')' :":-.:' e :.-e S : 5 . . . . " " " " " " " " " " " " " " " " " "

F~s:re:ire~e~t ar.d poste~plc:~e;.t

b:~e:it-re:a:ed liabilities .

S~_:..:..E:·.'::;ERS I E~·-::7Y

Cc~~o~ s:.o=k - ~a~ value $1 per share ...
h~:hcrized sta~es: 2,COO,000,000

U~a~:r:ized i~v:s:~:~: tax credits .

C
• . .

'·..:.:s:.s.:-~=:..::= s::a:aes:
1,~62,€€7,OCO a~ Septerrber 30, 1994
1,5'6,518,000 at Dece7.~er 31, 1993

Ad:5.iticnal paid-in capital ......•.......
G~aran~eed ESO? cbligatio~ .
Foreign currency translation

a=j~st.~e::~s .
Retained deficit .

Total s~areo~~ers' equity .

T..... -.· "_., L-"--" .......... rc:/c::·· -Or ...._ .. c::' E""··ITY........ ~ _~-=.L ... ..l" .L :-,J-_ ~ ~•••,~!(_ 'tItU •••

15,375 14,324
(305) (355 )

219 (32 )
(151) (2,110)

16,701 13,374

$75,547 $69,393
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in Millions Except Per Share Amounts)

(Unaudited)

(e) OTHER INCOME - In June 1993, AT&T sold its remaining 77' interest in
UNIX System Laboratories, Inc. to Novell, Inc. ("Novell") in exchange
for approximately 3\ of Novell common stock. The gain on the sale was
$217. .

(f) SALE OF STOCK BY SUBSIDIk~Y - In August 1993, AT&T Capital corporation
("AT&T Capital") sold 14\ of its common stock in an Initial Public
Offering, thereby reducing AT&T's ownership to 86\. Due to the
required recording of $18 of recourse loans by AT&T Capital to its
senior manage~ent associated with the stock offering, a $9 loss was
realized for the three and nine months ended September 30, 1993. The
expected net gain on the sale after collecting these loans over seven
years will be $6.

(g) CF~GES IN ACCO~~I~G PRINCIPLES - Effective January 1, 1993, AT&T
ado~ted SFAS No. 106, "E!7.ployers' Accounting for Postretirement
Benefits Other Than Pensions." This standard requires companies to
accrue for estimated future postretirement benefit expenses during the
years employees are working and earning benefits for retirement.
Previously, AT&T expensed these benefits as claims were incurred. AT&T
recorded an after-tax charge of $7,023 ($4.55 per share) to record the
unprovided portion of these liabilities as the cumulative effect of an
acco~~ting change in the first quarter of 1993. This accounting change
does not affect cash flows.

Effective Ja:-.uary 1, 1993, AT&T adopted SFAS No. 112, "Employers'
1-.::cour:';ing for Pcsterr,ployme:1t Benefits." This standard requires
companies to accrue for estimated future postemployrnent benefits
during the years err.ployees are working and accumulating these bene­
fits. Previously, A7&T recognized the separation costs as they were
identified and disability benefits when paid. AT&T recorded an after­
tax charge of $1,128 ($.73 per share) to record the unprovided portion
of these liabilities as the cumulative effect of an accounting change
in the first ~~arter of 1993. This accounting change does not affect
cash flows.

Also effective January 1, 1993, AT&T adopted SFAS No. 109, "ACcounting
for Income Taxes." Among other provisions, this standard requires tax
assets and liabilities to be determined using the enacted income tax
rates for the years in which taxei will be paid or refunds received.
Prior to 1993, AT&T's deferred tax accounts reflected the s~atutory

rates that were in effect when the deferrals were initiated. The
adoption of BFAS No. 109 resulted in a reduction to net income of
$1,457 ($.94 per s~are) as a result of deferred liabilities that were
created by McCaw's ac~~isitions prior to the merger. This charge was
recorded as t~e cu~~la';ive effect of an accounting change in the first
~~arter of 1993. This a::c~u~';ing change does net affect cash flows.
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~~AGE~ENT'S DISCUSSION ~~ ANALYSIS OF
RESULTS OF OPERATIONS ~~ FINANCIAL' CO~~ITION

On Septerrber 19, 199~, AT&T completed the merger with McCaw which was
accounted for as a pooling of interests. In this report, AT&T is reporting
the combined financial results of AT&T and McCaw. Accordingly, all
comparisons with prior years are based on restated combined results.

AT&T reported quarterly combined net income of $1.050 billion, or $.67 per
share in the third quarter of 1994, a 2.7 percent increase compared with
year-ago quarterly net income of $1.022 billion, or $.66 per share. For
the nine months ended September 30, 1994, combined income before cumulative
effects of accounting changes was $3.372 billion, or $2.16 per share,
compared with $2.926 billion, or $1.89 per share in the same period of
1993.

Effective January 1, 1993, AT&T adopted Statement of Financial Accounting
Standards ("SFAS") No. 106, "Employers' Accounting for Postretirement
Benefits Other Than Pensior:.s," SFAS No. 112, "Employers' Accounting for
Postemploy::ient Benefits," and SFAS No. 109, "Accounting for Income Taxes."
AT&T recognized the cumulative effects of accounting changes on prior years
in the first quarter of 1993, which reduced net income by $9.608 billion,
or $6.22 per s~are. As a result, AT&T reported a combined loss of $6.682
billion, or $~.33 per share, for the first nine months of 1993. (See also
~ote g). These accounting changes do not affect cash flows.

Total reven~es reached $18.6~9 billion in the quarter, an 8.3 percent
increase from $17.225 billion in the same period of 1993. Through
Septerrber total revenues were 7.4 percent ahead of last year. The increase
primarily resulted'fro~ continued strong growth in sales of products and
syste~s, prin=ipally network systems and communications products, and
s:ron2 growth in telecom~unications services, including wireless services,
and financial s:rvices and leasing revenues.

To:al costs increased $600 million compared with the third quarter of 1993,
largely as a result of higher sales of products and systems. Compared with
the sarr,; periods in 1993, opera:ing income increased 10.6 percent for the
quarter and 16.9 perce::: for the nine months of 199'. The overall gross
margin percentage in=reased to 41.6 percent in the quarter from 40.3
percent in the same period of 1993, reflecting effective cost controls
coupled with revenue growth.

The more detailed discussion that follows is based on a comparison of the
three and nine months ended September 30, 1994 with the comparable periods
of 1993, unless otherwise noted.
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trnITED STATES

SECURITIES Ah~ EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-0

.. x.. OUk~TER~Y REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SE~UR!TIES EX~~GE ACT OF 1934

Fer the q~arterly period ended June 30, 1994

OR

7~~S::!C~ REF~RT P~SUk~~ TO SECTION 13 OR 15(d) OF
TEE SE:~~.:7IES EXCr~~GE ACT OF 1934

Fer t~e tra~si~ie~ period fro~ to-------

Cc~~issio~ file nurr~er 1-1105

A7&T CORP.

A New York I.R.S. Employer
Ce~ora~ion No. 13-492'710

32 Avenue of the Americas, New York, New York 10013-2412

Telephone - Area Code 212-387-5400

Indicate by check mark whether the registrant (1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 193' during the preceding 12 months (or for such shorter period that the
registrant was reqJired to file such reports), and (2) has been subject to
such filing re~~ire~ents for the past 90 days. Yes .. X.. No .••..

At July 29, 1994 1,36::,2iC,OCO co~.:ilon shares were outstanding.



<PAGE> 3

APPENDIX D
'age 22 of37

AT&T Form 10-0 - Part I

PART I - FI1\'A.'\'CIAL INFOJUlATION
CONSOLIDATED STATEMEI\'TS OF INCOME (CONT'D)

(Dollars in Millions Except Per Share Amounts)
(Unaudi ted)

For the Three
Months Ended

June 30
1994 1993{e)

For the Six
Months Ended

June 30
1994 1993 (e)

Cumulative effects on prior years
of changes in accounting for:

Postretirement benefits (net of
income taxes of $4,294) (e) ... 0 0 0 (7,023)

Poste:r.ployment benefits (net of
Irincome taxes of $ 681) (e) .... 0 ° ° (1,128)

Income taxes (e) ................ ° ° ° 383
Cumulative effects of

"
accounting changes ............ ° ° ° (7,768)

Net Income (Loss) ............... $1,130 $1,005 $2,224 $(5,827)
Keighted average corn:non shares

outsta:lding (millions) ........ 1,363 1,352 1,361 1,350

Per Common Share:
Income before curr.ulative effects

of accounting changes ......... $ .83 $ .74 $ 1.63 $ 1.44
Cu:r.ulative effects of accounting

change s ....................... (5.76)
Net Income (Loss) ............... $ .63 $ .74 $ 1.63 $ (4.32 )

Dividends declared pI:'''''_...
co:,:,:~o::. share .................. $ .33 $ .33 $ .66 $ .66

See Notes to Consolidated Financial Statements.
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PA.~T I - FINANCIAL INFORl-'ATION
CONSOLIDATED BALANCE SHEETS (CONT'D)

(Dollars in Millions Except Per Share Amount)

LIABILITIES ~~ DEFERRED CREDITS

Accounts payable ................•.......
Payroll and benefit-related liabilities.
Postretire~ent and postemployment
benefit-related liabilities .

Debt rnatu~ing within one year .
Dividends payable .
Other currer.t liabilities .

Total cu~rer.t liabilities .

Lor.g-te~m deb: including capital
leases .

Postretire~e~t and poste~ploymer.t

be~efit related liabilities .
Other liabilities .
Deferred inco~e taxes .
U~a~ortized i~ves:~ent tax credits .
Other deferred credits .

Tctal liabilities & deferred credits ....

Minority interests .

SF';'_~.E~\·~~:::RS' EO:1!'!Y
Com~on stock - par value $1 per share ...

Authorized shares: 2,000,000,000
Outstanding shares:
1,359,950,000 at June 30, 1994
1,352,398,000 at December 31, 1993

Additional paid-in capital .
Guaranteed ESOP obligation .........••...
Fo~eign currency translation

adjustments .
Retained earnings ..............•........

Total shareo~~e~s' equity .

(Unaudited)
June 30, December 31,

1994 1993

$ 5,353 $ 4,694
3,431 3,746

1,188 1,301
9,213 10,904

449 448
4,737 4,241

24,371 25,334

9,114 6,812

8,981 9,082
4,371 4,298

484 275
245 270
432 263

47,998 46,334

618 582

1,360 1,352

12,413 12,028
(331) (355)

50 (32 )
2,167 857

15,659 13,850

$64,275 $60,766

See Kc:es to Co~solidated Financial Statements.
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NOTES TO CO~SOLIDATED FINANCIAL STATE~£~~S

(Dollars in Millions Except Per Share Amounts)
(Unaudited)

(e) CHANGES IN ACCOUNTING PRINCIPLES - Effective January 1, 1993, AT&T
adopted SFAS No. 106, "Employers' Accounting for Postretirement
Benefits Other Than Pensions." This standard requires companies to
accrue for estimated future postretirement benefit expen8es during the
years employees are working and earning benefits for retirement.
Previously, AT&T expensed these benefit8 as claims were incurred. AT&T
recorded an after-tax charge of $7,023 ($5.20 per share) to record the
unprovided portion of these liabilities as the cumulative effect of an
accounting change in the first quarter of 1993. This accounting change'
does not affect cash flows.

Effective January 1, 1993, AT&T adopted SFAS No. 112. This 8tandard
re~~ires co~panies to accrue for estimated future postemployment
bene:its curing the years employees are working and accumulating these
bene:its. Previously, AT&T recognized the separation costs as they
were ide~tified a~d disability benefits when paid. AT&T recorded an
after-tax charge 0: $1,128 ($.8' per share) to record the unprovided
pcrtie~ of these liabilities as the cumulative effect of an accounting
change in the first ~uarter of 1993. This accounting change does not
a:fe=t cas~ :lows.

Also e:fective ·Ja~'.,;ary 1, 1993, AT&T adopted SFAS No. 109, "Accounting
fc::.- lr..cci..e Taxes." Ai.,o::g other provisions, this standard requires tax
assets a~d liabilities to be determined using the enacted income tax
rates fer the years in w~ich taxes will be paid or refunds received.
Prior to 1993, AT&7's deferred tax accounts reflected the statutory
rates that were in effect when the deferrals were initiated. The
adoption of SFAS No. 109 resulted in a net income benefit of $383, or
$.28 per sr.a::.-e. This benefit was recorded as the cumulative effect of
an accounting cha::ge in the first ~uarter of 1993. This accounting
change co;: nct affect cash flows.

E:fective January 1, 1994, AT&T adopted SFAS No. 115, "Accounting for
Certain Investments in Debt and Equity Securities". The standard
provides for the accounting and reporting for investments in equity
securities that have readily determinable fair values and for all
investments in debt securities. The new standard did not have a
material impact on AT&T's results of operations or financial position.
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~~~AGEME~~'S DISCUSSION ~~ ANALYSIS OF
RES~~TS OF OPERATIONS Ah~ FINANCIAL CONDITION

AT&T reported quarterly net income of $1.130 billion, or $.83 per share, in
the second quarter of 1994, a 12.6 percent increase compared with year-ago
net income of $1.005 billion, or $.74 per share, in the second quarter of
1993. For the six months ended June 30, 1994, income before cumulative
effects of accounting changes was $2.224 billion, or $1.63 per ahare,
compared with $1.941 billion, or $1.44 per share in the same period of
1993.

Effective January 1, 1993, AT&T adopted Statement of Financial Accounting
Standards ("SFAS") No. 106, "Employers' Accounting for Postretirement
Benefits Other Than Pensions," SFAS No. 112, "Employers' Accounting for
Postemployment Benefits, II and SFAS No. 109, "Accounting for Income Taxes."
AT&T recognized the cumulative effects of accounting changes on prior years
in the first quarter of 1993, which reduced net income by $7.768 billion or
$5.76 per share. As a result, AT&T reported a loss of $5.827 billion, or
$4.32 per share, for the first six months of 1993. (See also Note e).
These accounting changes do not affect cash flows.

Total revenues reached $17.729 billion in the quarter, an 8.7 percent
increase frorr. $16.316 billion in the same period of 1993. Through June,
total revenues were 7.0 percent ahead of last year. The increase primarily
resulted from continued strong growth in sales of products and systems,
principally network systems and communications products, and growth in
telecommunications services and financial services and leasing revenues.

Total costs increased $800 million compared with the second quarter of
1993, largely as a result of higher sales of products and systems.
Compared with the sarne periods in 1993, operating income increased 35.7
percent for the ~~arter and 25.4 percent for the six months of 1994.
The overall gross margin percentage increased to 40.0 percent in the
quarter fro~ 39.8 percent in the same period of 1993, reflecting effective
cost controls coupled with revenue growth.

The more detailed discussion that follows is based on a comparison of the
three and six mo~ths ended June 30, 1994 with the comparable periods of
1993, unless otherwise noted.

RESULTS OF OPERATIONS

AT&T's core business is to meet the communications and computing needs of
its customers by using networks to move and manage information. The
revenues and costs of this core business are divided into three categories
on the income statement: telecommunications services, products and system.,
and rentals and other services. AT&T Capital Corporation ("AT&T Capital")
and AT&T Universal Card Services Corp. ("Universal Card") are partner. with
AT&T's core business units as well as innovators in the financial· service.
indus~ry. The revenues and costs for financial services and leasing
operatio~s are displayed as a separate category on the income statement.
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Washington, DC 20S49
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.. X.. OUk~TERLY REPORT PURSU~~ TO SECTION 13 OR lS{d) OF THE

SE~J.RIT!ES EXCHk~GE ACT OF 1934
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OR
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I.R.S. E~ployer
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32 Avenue of the A~ericas, l\ew York, New York 10013-2412
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Indicate by che=k mark whe~her the registrant (1) has filed all reports
required to be filed by Section 13 or lS(d) of the Securities Exchange Act
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registrant was req~ired to file such reports), and (2) has been subject .to
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]..~ ]..pri1 29, 199~ :'/3S7,EE2,v:~ cO;',;',::;:-1 shares were o·Jts~anding.
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CONS~LIDA!ED STATEME~7S OF INCO~£ (CO~7'D)

(Dollars in Millions Except Per Share Amounts)
(Unaudited)

For the Three
Months Ended

March 31,
1994 1993 (b)

(7,023)

(1,128) II
383

(7,768) II
$ 1,094 $(6,S32)

1,360 1,347

Cumulative effects on prior years
of changes in accounting for:
Po&tretire~ent benefits (net of

income taxes of $4,294) (c) .....
Poste~plo)~ent benefits (net of

incoi!'le taxes of $661) (c) .
Income taxes (c) .

Cum~lative effects cf acco~~~ing

changes .
Net Income (Loss) .

Weigh~ed a:~~age ~?~?on sha~es
o~~s~a~~:~g (~:~llC~S) .

Pe~ Co~~~~ S~are:

Incc~e before c~~~la~ive effects
of acccun:i~g ctanges........... $

Cu~~la~ive effects cf acco~r.tir.g

cna::ges. . . . . . . . . . . . . . . . . . . . . . . .. $
Ke~ :nco~e (Loss) $

.eo

.80

$ .69

$ (5.76)
$ (5.07)

Divicen=E ce=la~ed pe~

CO~l~I:':: s~a~e...................... $ .33 $ .33

See ~o:es tc Cc~sclida:e= Fina::cial Statements.
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CONSOLIDATED BALANCE SHEETS (COIIT'D)
(Dollars in ~illions Except Per Share Amount)

(Unaudited)
March 31,

1994
December 31,

1993

LIABILITIES Ah~ DEFERRED CREDITS

$ 5,156 $ 4,694

2,988 3,746

1,096 1,301 II
9,671 10,904

446 448 .
5,196 4,241

24,555 25,334

7,367 6,812

9,318 9,082
4,481 4,298

206 275
256 270
386 263

4€,5E9 46,334

618 582

1,357 1-,352

Accounts payable .
Payroll and benefit-related

liabilities .
Postretirement and posternployemnt

benefit liabilities .
Debt maturing within one year .
Dividends payable .
Other curren: liabilities .

Total curre~t liabilities .

Lo~g-te~~ de~~ i~c~udi~g capital
leases .

Postretire~e~t and p~ste~plo)~,e~t

benefit liabilities .
Other liabili ties .
Deferred in=c~e taxes .
Unam~rtize= i~vest~e~t tax credits .
Other de:erred credits .

Total liabilities & de:erred credits ...

Kinority interests .

Common stock - par value $1 per share ..
Authorized shares: 2,000,000,000
Outstanding shares:
1,357,368,000 at March 31, 1994
1,352,398,000 at Decerr~er 31, 1993

Additional paid-in capital .
Guaranteed ESOP obligaticn .
Foreign currency translation

adjustments .
Retained earnings .

12,269
(331 )

20
1,467

12,028
(355)

(32)
a57

'Iotal s::areo~7.ers' eq-..:.i ty. . . . . . . . . . . . .. 14,802 13,850

$62,009 $60,766
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NOTES TO CONSOLIDATED FINANCIAL STATEME~7S

(Dollars in Millions Except Per Share Amounts)
(Unaudi ted)

(a) ACCO~7ING POLICIES - The consolidated financial statements have been
prepared by AT&T Corp. (ItAT&T" or the "Company") pursuant to the rules
and regulations of the Securities and Exchange Commission (ItSEC") and,
in the opinion of management, include all adjustments, consisting of
only normal recurring adjustments, necessary for a fair statement of
the consolidated results of operations, financial position and cash
flows for each period presented. The consolidated financial statements
include the acco~nts of foreign entities based on their fiscal years,
which end either November 30 or Decerr~er 31. The consolidated results
for interi~ periods are not necessarily indicative of results for the
full year. These fi~ancial statements should be read in conjunction
~ith AT&T'S 1993 A:.~ual Report to Shareowners and Form 10-K for the
year ended Deee~ber 31, 1993.

(b) RES7A7E:-::::::;S A..~~ RECLASS!FICATIONS - Previously reported quarterly
res~lts fcr 1993 were restated to reflect the adoption of Statement of
Financial J..eeountir:.g Standards (" SFAS") No. 112, "Employers'
Acccunti~g fer Pcste~.p:c}"i7ler.t Benefits." In additio~, the provisions
fer business restructuring have been reclassified to costs and
·o-e~-~;-o ex-c~scs1:" - ~ ......... -' :'. _.. - •

(c) Cr~~3:::S I~ ACC::~7I~3 PRIKCIPLES - Effective January 1, 1993, AT&T
adopted SFAS Kc. 106, "E~.ployers' Accounting for Postretirement
Eer.ef i t5 Otter 'rhan Pensions." This standard reC[.lires companies to
accrue fer esti~ated future postretirement benefit expenses during the
years e~ployees are working and earning benefits for retirement.
Previcusly, AT&T expensed these benefits as claims were incurred. AT&T
recorded an after-tax charge of $7,023 ($5.21 per share) to record the
unprovided portion of these liabilities as the cumulative effect of an
accounting change in the first quarter of 1993. This accounting change
does not affect cash flows.

Effective January 1, 1993, AT&T adopted SFAS No. 112. This standard
requires companies to accrue for estimated future postemployment bene­
fits during the years employees are working and accumulating these
benefits. Before this change in accounting method, AT&T recognized the
separation costs as they were identified and disability benefits when
paid. AT&T recorded an after-tax charge of $1,128 ($.83 per share) to
record the unprovided portion of these liabilities as the cumulative
effect of an accounting c~ange in the first quarter of 1993. This
a=co~~~l~; cha~ge d~es nc~ affect cash flows.
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MANAGEME~T'S DISCUSSION Ah~ ANALYSIS OF
RESULTS OF OPERATIONS Ah~ FINANCIAL CONDITION

AT&T reported quarterly net income of $1.094 billion, or $.80 per share, in
the first quarter of 1994, a 16.8 percent increase compared with year-ago
net income of $936 million, or $.69 per share, before the cumulative
effects of accounting changes.

Effective January 1, 1993, AT&T adopted Statemenc of Financial Accounting
Standards ("SFAS") No. 106, "Err,ployers' Accounting for Postretirement
Benefits Other Than Pensions," SFAS No. 112, "Employers' Accounting for
Postemployment Benefits," and SFAS No. 109, "Accounting for Income Taxes."
AT&T recognized the cumulative effects of accounting changes on prior years
in the first quarter of 1993, which reduced net income by $7.768 billion or
$5.76 per share. As a result, AT&T reported a loss of $6.832 billion, or
$5.07 per share, fer the firs~ three months of 1993. (See also Note c.)
These accounting changes do not affect cash flows.

Total revenues reached $16.560 billion in the quarter, a 5.3 percent
increase fro~ $15.719 billion in the sa~e period of 1993. The increase
pri~arily resulted from strong growth in sales of products and systems,
principally ne~wcrk sys~e~s and com~unications products, and growth in
teleco~~~r.ications services ar.d finar.cial services and leasing revenues.

Total costs increased $399 ~illicn co~pared with the first quarter of 1993,
largely as a result of higher sales of products and systems. Compared with
the sa~e period in 1993, operating ir.co~e increased 16.1 percent for the
q~arter. The overall gross ffiarg:n percentage increased to 40.1 percent in
the q~arter fro~ 39.~ percen~ in the same period of 1993, reflecting
effective cost contrels coupled with revenue growth.

The more detailed discussion that follows is based on a comparison of the
three months ended ~:arch 31, 1994 with the same period of 1993, unless
ottendse nc~ed.



<PAGE:> 1

UNITED STATES

SECURITIES ~~ EXCHANGE COMMISSION

W.shin~eon, DC 20549

FORM 10-Q

APPENDIX D
Page 31 of 37

.. X.. QUARTERLY REPORT PURSU~"'I' TO SECTION 13 OR 15 (d) OF THE

SE~JR:TIES EXCHANGE ACT OF 1934

For the q~.rterly period ended September 30, 1993

OR

r-~~SITION REPOP.T PURSOAN7 TO SECTION 13 OR 15(d) OF THE
SE~~~:T!ES EXCHkN~E A=T OF 1934

F=~ :he trL~sition period from to

Com~issicn f11e nur.~er 1-ll05

I . it . £. Eq 1oye r
Nc. 13-"'~4ilO

::: Ave~...e c~ the A:neric&s, Nel... York, Ne...· York lOC;'J';'L;,:2

Telephone - Area Code 212-387-5400

Ir.:icate by check mark whether the regi.trant (1) hal tiled all reports
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~~AG~~'S DISCUSSION AND ANALYSIS OF
REStr~TS OF OPERATIONS Ah~ FINANCIAL CONDITION

The first nine month. of 1"3 include a $310 million provilion for
~usiness restructuring for estimated COlt. of reducing force, r.locating
employees, cloling office. and other r ••tructuring activiti•• inclu4iDg
those mentioned regarding NeR. The provilion principally cover. COltl
for r.-engin.ering AT.T'I operator .ervic•• function•. The provi.ion
allo cov.rl co.t. to con.olidat. factories and r.duce the fore. for
manufacturing tel.communication. network Iyst.ms .quipm.nt in IUrop. and
the U. S. and to r.duce force and r.structuring operation. that lupply
special-design products to the u.s. gov.rnm.nt. The '310 million
prOVision for busin••s r ••tructuring i. net of the r.v.r••l of $151
~illion of re.tructuring re••rv.s e.t~lish.d in the third qu.rt.r of
1991 th.t .re no lenger re~~ir.d CI.e .1.0 Note b) .

For the first nine months of 1992, the prOVision for busin•••
res:r~cturin9 covers the costs of fore. reduction. in AT.T',
teleeo~~~~ie.tionl r.e:~crk Froducts .nd Iy.t.ms unit••nd cost. r.l.ted
to tr.e i~pleme~t.tion of vOice-r.cognition technology for oper.tor
serV1ces.

A7'~'s tusiness ~its .11 op.rate in markets that .re int.ns.ly
cc~pe:1tive. Prices .n~ tec~~elogy .re under continu.l pr.ssur.. Th••e
~arket conditio~s ~~ke the ongoing re~~ir.ment for .ctiv. cost control
eve~ ~cre urgent, as doe. the slow-growth .conomic .nvironm.nt.
M&:"._;ers in tr.e b~.inessu:lits are co~tinuously .v.luating their
r.lo~rce needs and Iteps to red~ce ce.t.. In some c•••• , th••e It.p.
~ill include facility consolidations, di.pos.l. of ••••t., work force
re=~:tion5 or witr.:rawals from market.. For .xample, in Octeber 1993,
A~'~'s N:R ur.it r.~de .n early retirement offer to the .pprex.mat.ly
5,50C e:i;itle .~,on; its 2i,000 U.S.-based .mploy.... The b·.:.in...
res:ruc:ur.ng Frovisior.s for tha: activity, when .cc.pt.nc•• are
dete~~~e~ ~n the fourth ~warter of 1993, may .meunt to bet~~~~ $50 and
$ :. : 0 r., ~:. lion .

In ~ove~~er 1952, the Financial Aeco~tini St.n~.rdl Board i'lued SFAS
No. 112, "Employen' Accounting for Po.umployment B.nefita." An.logou.
to SFAS No. 106 for po.tretir.ment benefitl, thi. Itand.rd require.
co~~a~ies to accrue for ••ti~~ted future postemployment benefit expen••s
d~ri~g the perie:. whe~ e~loyees .re workin;. POlt.mploym.nt b.nefit•
• re .~y benefits other than retirement benefit. that .r. prOVided .ft.r
e~ple~.ent il di.continu.d. Thi. st.ndard mult be adopt.d for fi.e.l
year. beg1nning .fter D.ce~~er 15, 1993; for AT'T, that would be 1" •.
~a~agement il pre.ently reViewing the previlions of thil new .tandard
a~d, consequently. i. ur.~l. to rea.or~ly e.timate the imp.ct of AT,T'I
.doption of the .tandard.

07r~R INCO~, I~~REST EXPENSE, PROVISION FOR INCOME TAXIS

Other incom. - net d.cr••••~ $3' million for the quarter compared with
the third qu.rt.r of 1'92 primarily .1 • r ••ult of lower income
.ssociated with .quity inv••tments. Th. '123 million incr•••• tD oth.r
income-net compared with the fir.t nine month. of 1"2 primarily
reflects a $21i ~illio~ pre-t.x vain on the sale of AT.T', r.maining
ir.terest in USL to Nove:l. Inc. partly offset by lower income •••oei.ted·
\',ith e~.;it)' invest~ents.
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•• X•• QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1'34

For the quarterly period ended June 30, 19'3

OR

...•• !~;SITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the trar.sition period from to _

co~ission file number 1-1105

k~ERICAN TELEPHONE AND TELEGRAPH COMPANY

A New York I.R.S. Employer
corporation No. 13-4124710

32 Avenue of the America., New York, New York 10013-2412

Telephone - Area Code 212-387-5400

Indicate by check mark whether the registrant (1) has filed all
reports required to be filed by Section 13 or 15(d) of the Securiti.s
Exchange Act of 1934 during the preceding 12 months (or for such
shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past '0
days. Yes •• X•• No •••••

At July 31, 1993 1,347,580,000 co:mon shares were outstanding.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
RESULTS OF OPERATIONS AND FINANCIAL CONDITION

The $287 million provi.ion for bu.ine•• re.tructuring in the second
quarter of 1993 primarily recognizes the expected co.ts of specific
plan. for network re-engineering and previoully announced force
reductionl in operator lervicel that will extend through 1995. The
provision al.o cover. e.timated COlts for consolidating factoriel and
reducing force for manUfacturing telecommunications network systeml
equipment in Europe and the U. S. Reltructuring CO.tl alsociated with
operation. that supply special-delign products to the U.S. 90vernment
are allo included in the provision, primarily al a relult of cuts in
defense Ipending. The $287 million provi.ion for bUlinel1 re.tructuring
il net of the reversal of $87 million of re.tructuring re.erve.
e.tablilhed in the third quarter of 1991 that are no longer required.

The $10 million provision for businels re.tructuring in the lecond
quarter of 1992 relates to the implementation of voice-recoqnition
technoloqy for operator .ervices. For the lix months of 1992, the
provi.ion also cover. force reduction. in AT'T'. telecommunication.
n.twork prod~=ts and .yst.ms units.

With pr••ent competitive and .cono~ic conditions, all AT'T units will
continu. to .xamine th.ir cost structures, and to make adjultments as
r.quir.d by th••e conditions. In .om. cases, th.s. adjustments will
includ. facility consolidations, disposals of ass.t., work force
reductions or withdrawals from markets.

In Nov.mber 1992, the Financial Accountinq Standard. Board i ••ued SFAS
No. 112, "Er.ployers' Accountinq for Postemployment B.n.fit.... Analogous
to SrAS No. 106 for postr.tir.m.nt b.nefitl, this standard requirel
companies to accrue for e.timated future postemployment benefit expen.e.
durinq the period. wh.n employee. are working. Postemployment benefits
are any ben.fits other than retirement b.nefits that are provided after
employment i. discontinued. This .tandard must be adopted for filcal
years beqinninq after Dec.mber 15, 1993; for AT'T, that would be 1994.
Manaqement is pr.sently r.viewing the provisionl of this new standard
and, con.equently, is unable to rea.onably estimate the impact of
AT'T's adoption of the standard.

OTHER INCOME, INTEREST EXPENSE, PROVISION FOR INCOME TAXES

Other income - net increa.ed $160 million for' the quarter and $112
million for the first six months of 1993 compared to the sa.e period. in
1992. The increase primarily reflects a $217 million qain on the sale
of AT'T's remaininq int.rest in USL to Novell, Inc. partly offset by
lower earninqs from equity investments and lower interest income __


